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Outline

* Current Status of U.S Water Utilities
» Sirategies to Enhance Sustainability

» Cost recovery

= Credit management

» Planning and forecasting

» Tariff structures

» Customer Affordability

» Stakeholder Education

<T A HDKEEFRDORE>

Water Utility Challenges
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The “New Normal”

Consumption Decline
* Technological

* Economic

+ Customer Education

Rising Costs

+ Deteriorating
infrastructure

* Regulatory requirements

+ Reduced federal support

Ll Fald [ma— - )= LEDNLHE
RIZKTVWEEEZTET, TAPOEKEE
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20-Year Drinking Water Infrastructure
Needs Assessment (2011-2030)*

20-Year Total

System Size and Type Population _ $billions
Community Water Systems

Large >100,000 $145.10

Medium 3,301-100,000 $161.80

Small <3,300 $64.50
Other Systems $12.80
Total $384.20
Drinking Water Infrastructure Needs Survey and Assessment (April 2013),
US EPA
*Includes projects related to new i ture, rehabilitation, expansion and
replacement of existing inf E imp for p i

growth and operation and maintenance costs.
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Drinking Water Needs by Infrastructure
Type

Source
1y

Other

Treatment
gl

Transmission
& Distribution
65%%

Drinking Water Infrastructure Needs Survey and Assessment (April 2013),
Us EPA
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2013 Report Card for America’s
Infrastructure (ASCE*)

Annual Pipe Replacement
Costs

* Drinking Water
= 1 million miles of water
mains
* 240,000 main breaks per

year
6 billion gallons of
water lost daily (14%)

= Water line replacement
costs more than double
in next 25 years

*American Society of Civil Engineers
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2013 Report Card for America’s
Infrastructure (ASCE?)

* Wastewater &
Stormwater
* Boo,000 miles of sewer
mains

= Total needs = $208
billion (20 years)

Treatment

*Amencan Society of Civil Engineers.
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Drinking Water Security Needs ($235.9
billion)*

Menitoring,
$37.7

Fencing, $96.6

Other Security,
5346

5474 .

*2002 Public Health Security and Bi d and R
requires systems >3,300 population to prepare vurneruhllﬂv assessments

Dirnking Water Infr Survey il ), US EPA
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Funding Challenges

* Decreased federnl
support
» Credit maket visks
« Ciedit 1atings
+ Infeyest rates
» Consumption decline
* Ratepayerresistance

ANMNUAL FUNDING FOR
WATER UTILITIES

i %t Ao

*Congressional Budget Cffice

CHELDFEE TENZL L, 0145FEDL T
FNZWTE e T A ME20044F 12 E~BIR9 3 L €
WABDIZH L, B EHF OB &3 T L <
WBEZEDGNY T, SRIEEFD Lo TL
HIEHMESNLID, ZOMNEEEZLLE
bHNET. 20720, FEROREMILE SN
HEOEBREIVEOTWLLERHY 1,

Consumption Decline

= NMational rend: 25% decrease between 2000 and 2012 150
gped - 112 gped (568-423 litres)

= Southwesl City Example (31% decline in ccf per month per

account) e

Bl 1ﬂﬂ:l el ;om' el ann; EOH‘ ot
-t — et
gped = galons per capita per day, cof = hundeed cubic feet

KEOFHAEIZ, V—~=T7IIrTitdhby) &
AN, COIEMTH%IZEWP LTV ET, £
2o 1REH)OFHAEDL. % OMIRT30%
PDLERA LT,
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Tariff Increases Outpacing Inflation*

Median Annualized Rate Increases by Region

Northeast  South Midwest West
IWater 1Wastewater ==CP]

National

“2014 Water and
Carultarts

Raftebs Financial
“

O Vo RREA S, b TKGEE B IKER
SIPMFEBOEAZE L THML T E T,

Climate Change
» Additional Costs BEPAE = ?_::_':_:':EEE
* Short-term planning Adaptatian Strategies Guide

MIZE > TRIEDPEZLR ) T35 £ OIT
IE. Atk SBEEBNOFRPLEEEZ HNT
WE g,

Risks and Opportunities

External Risks

= s + Planning and forecasting
S * Tariff structures and
composition
e v
e

T

W Internal Resilience

+ Cosl recovery
+ Credit management
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Full Cost Recovery: Tariffs

* Tariff levels

* Price indexing

* Marginal cost pricing
= Tariff surcharges

* Environmental

* Security

* Repair & replacement

* Drought

2012 State of the Water Industry Report (Journal AWWA, Murphy, Maripat) 44
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Cost Recovery Enhancements
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Managing Credit Factors

* Rate increase history
» Revenue recovery
* Mininmuon 3% fived
« Hnancial paxformance netrics

Key Wisker ad Sewor Uslly Raos

Cash and Investmunts On Hand (days) »120 80-120 3050 <3
Debt Sorvice Covarage (1) > 128180 10x-128 etix

0

T, BRICTFICT 7 EATELEN) 2k
HHEERIZL o THIIERICEETT . 2000414
DORAOBBIHE Y . EES LY —J@ER
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Too HTHARL =Y a v ) A7 RABTHN—
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Planning and Forecasting

@ . @

SEEELFNETE AN, SHROIGEF LR
LTBLZLEEEETT, INETIE KOHE
A L TE TV AP TOFRETRNCIED B
SHEAS L o) EFEBTETCWERATL, #
DF vy T, TNPLHDO TN TiEWnT
FHA, 72, MOFEEEND LFIDVH 7259
12, Bz 7y hx AV AL P EETT,

¢ Coonfinstinol faiifi
and financial Plarming
* Asset management
+ Consumption
forecasting
assunptions
» Understanding price
elasticity
* Impaoved meter technology

Re-Balancing Tariff Pricing Objectives

FAIENAL Y I —ROBFELIZOH D F L7
P B OTEEE R RE IS ) A LA L,
T AN AIBCTIEHE, BEREOET VAL
fLL22H ) T3, LN, o7 a3dh) &
W) Z LT, BERIERAHSEAR, BHEEHICE
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Fixed Charge Cost Recovery

Historical Cost Recovery <25% Target Cost Recovery 25-50%

Standard Service Charges "hvailability to Serve” Charges

KGR OREHEIL. 75V 72\ T5~85% A E 2
Lo TwET, INFTFTOT AN IDORNHT
3. EEEOBINA25% bl 72wz, fit®
BE 5 ORBN T L CIEF IS EHI T L 72,
R —ECAR4EE LT, HET—E A,
A =5 —OIEH - ZHa, ZF L CRERAHE 2 & xR
EOMRELTELDITTTHL., GHRITSHIC,
FLKE DMEFFE BRI FEICE T 555K E 2T
W{TFETT,

Traditional Fixed Charge Structures

2014 Survey of Fixed Tariffs
* Customer/billing
* Uniform by customer
* Meter-based
* Increase with size of
meter
* Minimum Charges
* Include pricing of
minimum quantity

"2014 Water nd Wastewsbar Rate Survey [Amencan Witer Werks Association and Rafsiis Financia|
Consultanss 24

INFETHEEEIL, EEANIIETOBERRRII
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Consumption-Based Fixed Charges

» Base Charge 1eflective of
individual consumption
= Peak season (pricryear)
» Real-time (end of 1ate
period) Purchasing water rights
. Mﬁs Planning and environmental costs
+ Bhlance nevenue stability Water mains, pipelines, tanks, and wells

with equity and conservation |Euildln§ma‘mtalnlni treatment fa:llli

Meter installation and readin,
Fire protection services
Administrative/billing costs

N n&ﬂm@ Water purchases
+ Adwinistrative bunden Pumping costs
= Lagin price signal Water costs.

2012 $tate of the Water Industry Report (Journal AWWA, Murphy, Maripat) 5
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Fixed Charge Tiers
« Oty of Austin, Tees

+ Based on austomer water use (prior 12

months); appliesin acldition to meter charges
0r2000 Gallons 200
20016,000 Gallons $1.30
6,00F 11000 Callons F45
TLOOE0,000 Cialloms s
20,001~ over Callons 025

Souroe: The Price of Vieter 2003 (Qrdecfbiuecnd) =

ZHELIETIFH AN AT 4 Y TOBITT,
i 52 Bl DO F A L RITE B O ORI DO W
TEREDBEZ T DTT A, OB TIE—E
EDONTHEFIEHLEFTA, ZOHFRUTE
0. EBICEERICE > TPREDREL Tk
W TF—=F T E S, BRI TIZ18% L
DAL EN TV 2o 72D TT A, LW AT
I357%EINT B 2 A TEL LI T L7
A=F =DV TEHR L TWziEt, ¥—7
BOBARICESVWTHET L L) Il hoTnE
ER)

Peak-Set Fixed Charges

+ Smilar to eledric utility peak dharges
+ Fxed dharge based on 3-year rdllingaverage of

customer’s use (“peak” month)

Prior Tanff Snctune

ofined anrmial B 6?‘}'

Teverue

Fiooed Chuuge HBO) permeter 5185 1000 gallons X Feak
Bree Vehane

\Bhare (\Vriable) ﬁ-ﬁ’mm'{ H0Ey luxlgﬂms}\

Cusge etund rotud

Sources Defining a Resillent: Business Mol for Waber Utiiities (Wisher

Research Founcation 24366

Ferid, MONEFEEELZSEZIZLIDBNT A
TATHBRELTWET, TOHFRNEENISHD
HRESZIZERLZDDTT, BIFEEDKMEH

BEN—AICHEZRGET 5L, FREFES

HFHSNTWET, TARBEHFETIE, BFEE
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Customer Assistance Programs

* Regulatory threshold

» 250 median household inconme
» Lifeline mtes
* Tangeted Progiams

+ Income qualifying
+ Discounts to fixed/volune charges

» (bnservation programming

KERSIE BN FER L NXVIZHLDOTT
W TN T 2 T AFIHZE AR — b
TurI AbHAELTwET, FHEEMEIEO
=W L CERE O A1 7 &% 4T\, il
HAELHNTEL L) ARA—FLTnET,

T, —HEOF 2T HHEEHIFFICEET
Fo AN FIC TE XS 1ZERE»Em L 25
EWVIHI Xy b=V ERIERZTWE L72AYN A3k
BEHEZFHEITRETL DRI DIZT L7290
IANORINDETH A Z k%fzafwﬁ\&w‘

I ) T/ A ZO720. BEIZKOMEIZ A
THBGEE E o T E T, [24BEE WO T
KAMEZ . FNELZDKEY AT LD EWETE
BEMFLTVWDLZENEETHL ] v Hz
Lol B2 TRl ) T8 A,

&

Water Utility Governance Structures

Bruchim Decison Dismclvaant g Achvaaritagon
Authority
Mumsicipal™ City Council  Coanpeting Flezability to fund
infhuenced by huood todng
wloctions mahority
Special District Booad Fxusdonsingle  Flesdhility
seavioe’ Hnated without tacdng
slectioninfluence.  mhonity
Owned Conpanies.  Conmisson  costs inittowse pricing
of peserves

“Only 3 states have t of g avned utilities,
Itmgho&nr states ngdolowmuspuct onsihrowu{ht example,

ZHES5IE. T AY I ORFIEIAR B MMk T
o RKEBHEEIT> TWVWLEENS HHLUED
DL O BREEDNETERYDIIRME 2o T E
To EIROHIOFNIAEDTF—EAZZIT T\ D
RRZH) F3. F2o 320MTIE, 7L F T
TIVIZHREP T ENTEE T, ZNS5DM
TlE, NEEF¥ELZES (Public Utilities Commis-
sion) &\ FMEZE /LT, B E AR
TWwEd,
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B EEDSHIE S, =¥ X - JAPR=AT
@*ﬂrAﬁS?F SEOLNE L72A, Thid7ay s

RS LS BB > TBY . ZONE
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BERA LA 5o TWB L) TT, ThIZDOWTIES
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